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Governmental Research Associations Show Concern 


With Industrial Development 


The Tax Institute has been one of several governmental research asso- 
ciations concerned with the increasing activity of state and local govern- 
ments in fostering, or attempting to foster, industrial development. The 
Institute has already devoted the issues of Tax Poricy listed below to re- 
ports on these developments and others will follow. 


Modern Merchandising and Municipal Finance, April-May, 1955. .75 

The Plant, The Office, and The City: 
Part I. Industrial Location Trends and Factors, August-September, 
1955 spbela ee. a ee 


Part Il. Industrial Location Impacts, February-March, 1956... .75c 


In addition, the executive director has participated in two conference 
sessions on this subject which have been arranged by other governmental 
research organizations. At the National Conference on Government, con- 
ducted by the National Municipal League in Memphis, Tennessee, No- 
vernber 11-14, 1956, she presented a paper on “The Role of the State in 
Industrial Development,” which was discussed by representatives of fed- 
eral, state, and local governmental agencies concerned with industrial] 
development. At the Governmental Research Association conference held 
in Rye, New York, October 15-17, 1956, she presided at a session on 
Programs for Economic Development. 

The papers and comments in this issue are reproduced, in somewhat 
abridged form, through the courtesy of the National Municipal League 
and the Governmental Research Association. We regret that the com- 
ments of some of the other participants in the League session were not 
available for publication. 

The currently emerging patterns of economic development are inextric- 
ably interwoven with patterns of state and local revenues and expendi- 
tures. Unless fiscal officials and other persons concerned with local finance 
are aware of these developments and their potential impact on local 
finance, an orderly adaptation to a rapidly changing local government 
scene will be impossible. 
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The Role of the State in Industrial Development 


MABEL WALKER 


Executive Director, Tax Institute, Incorporated 


Tue ROLE of the state in industrial development is, and will continue to be, 
potent, whether or not it is deliberately planned for that purpose. The states 
are actively assuming a direct role in fostering industrial development. Even 
more important, however, is their indirect role in industrial development which 
results from carrying on essential governmental services. 


Tue Drrect ROLE OF THE STATE IN INDUSTRIAL DEVELOPMENT 
The functions assumed by the state for the specific purpose of fostering in- 
dustrial development are many and varied. 


“Selling the State” 


The common denominator in all states of activity intended to attract and pro- 
mote industrial development is the attempt to “sell the state” according to ad- 
vertising techniques. The selling program takes the form of paid advertisements 
in the Sunday papers and in the business magazines, of brochures designed to 
catch the eye, and of various other advertising techniques. Some of this mate- 
rial is sheer ballyhoo. One wonders just what type of industrial executive would 
be influenced by it. 

Governmental advertising efforts are supplemented by those of industrial 
development foundations, chambers of commerce, utility companies, railroads, 
banks, and other agencies. Some ads are restrained and largely factual, while 
others resort to sex appeal with picturs of Marilyn Monroe and other photo- 
genic females; or appeal to the paternal instinct with the small tots and the 
school age boys and girls. Various other illustrations equally unrelated to in 
dustrial development are utilized. 

In some states the advertising is supplemented by the travelling salesman 
approach. No less a person than the governor himself may assume this role. 


Although regional, state, and community “selling” activities are now going 
forward at an unprecedented pace and with considerable fanfare, it is note- 
worthy that the states are also steadily developing less flamboyant and more 
constructive types of activity designed to promote industrial development. 


Industrial Development Commissions 
A basic first step in guiding industrial development is setting up a state in- 


dustrial development commission, or some other state agency to carry on com- 
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parable functions. Practically all of the states now have such agencies. Once 
these commissions are established, they are the agencies which carry the re- 
sponsibility for most of the state’s direct activity in promoting beneficial indus- 
trial development. 


Surveys and Analyses 


The assembling of pertinent data—economic, sociological, and governmental 
is a vital preliminary step. Surveys are conducted and area qualifications are 
analyzed. State and local officials and community leaders need such informa- 
tion in order to know what they have to offer to industry; what types of indus- 
trial enterprise they have a reasonable chance of attracting; and what types of 


enterprise will re sult in the most harmonious and well-rounded economic devel 
opment. 


Planning, Zoning, and Industrial Land Reserves 


The two preceding functions tie in closely with planning and zoning. An 
aspect of these activities that is coming sharply to the fore is the setting aside 
of industrial land reserves. In many sections land is rapidly becoming a major 
problem in industrial development. Industries now require far more land than 
formerly. Not only is there a considerable increase in the number of plants, but 
also more land is required for each plant than formerly. Plant buildings are 
spread out horizontally rather than being multi-storied. They are set on spa- 
cious and attractively landscaped grounds. There must be adequate parking 
space for employees. Since much industrial shipping is by truck, there must 
be adequate facilities for truck movements. 

It is being increasingly recognized that if suitable land areas are not set 
iside for industrial development, the appropriate land will be pre-empted by 
urban sprawl or in other ways and future development will be prevented. Since 
the suitable land is largely outside urban boundaries, considerable responsibil- 
ity rests on the states in this connection. 


Covernmental Subsidies 


The aspect of governmental activity which has aroused the most attention 
and excited the most intergovernmental acrimony is the offering of financial 
inducements as a bait to industry. Building sites, buildings, and even cash 
bonuses have been given. There does not appear to be any comprehensive, 
overall survey of such governmental handouts to industry. Southern activities 


in this connection have been so widely publicized, it is something of a surprise 
to discover that the practice has been followed in various sections of the 
country. 


The importance of this expedient has been exaggerated both by the states 
and cities offering the subsidy and by those fearing to lose industry as a result 
of subsidies offered by other governments. Subsidies offered by governments 
take on quite a different complexion from those offered by private groups. 

First, there is doubt concerning the legality of governmental subsidies. In 
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some areas they are prohibited by state law. Other states permit certain types 
of subsidization. Second, unworthy political considerations may influence the 
granting of such subsidies. Third, in the absence of the cauterizing effects of 
the profit motive and the use of private funds, such expenditures may not be 
subjected to the searching scrutiny that would be appropriate. Fourth, sh: arp 
charges are made by the residents of other communities concerning the ethics 
of such procedure. 

The argument that it is unethical for one community to bait industry from 
another by subsidies, or otherwise, appears to be largely superficial. Any lack 
of ethics in the granting of industrial subsidies is more likely to exist in the 
effect on the home locality rather than on the competing area. A governmental 
subsidy is offered at the expense of all taxpayers, whether or not they individ- 
ually approve. Many have no interest in, nor do they necessarily derive any 
benefit from, the industrialization. Some may even suffer competitive disadvan- 
tage as a result of the influx of new industry. 

Moreover, an impoverished community would not have it within its economic 
power to outbid other areas in offering such inducements. Also, there is a 
sharply limiting internal factor in such subsidies. It is suicidal on the part of a 
community to offer more to industry than it will get in return, and it is need- 
lessly extravagant to offer more than is necessary. It appears that some of the 
subsidies that have been offered may have been unnecessary and that others 
may have been outright financial detriments. 

With further reference to ethics in regional competition, a declining area is 
more likely to be affected adversely by inducements offered by nongovern- 
mental industrial foundations than those offered by the governments of other 
regions. This is because the former indicate a more alert community and are 
likely to be more efficiently handled. Yet, there does not appear to be any impu- 
tation of unethical procedure on the part of such foundations. Nor does there 
appear to be any reason why there should be such an imputation. 


Tax Exemption 


The most widely used form of governmental subsidy is through tax exemp- 
tion. It is also an extremely venerable form of subsidy. The early exemptions 
of industry were found large ly in the New England states, but the movement 
spread as industry developed in other regions. During recent decades the grant- 
ing of tax exemption to industry has been most evident in the southern states. 
In 1938, sixteen states (ten of which were southern) permitted temporary ex- 
emption of newly located or newly constructed plants of certain types. The pop- 
ularity of the tax exemption device seems definitely on the wane. Some laws 
have been re pealed and some have expired. 

At present, Alabama, Louisiana, and Mississippi permit exemption of new 
manufacturing establishments of special types for 10-year periods.’ Arkansas 


1 Mississippi permits exemption from county taxes for 5 years, and from city taxes 
for 10 years. 
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permits 7-year exemption of capital invested in textile mills. Rhode Island and 
Vermont permit property of manufacturers to be exempted by vote of the local 
electors. 

There are, in addition to the above provisions relating to exemption of plants, 
exemptions of machinery, tools, and other personal property of companies in a 
number of states. Since, however, the personal property tax is undergoing a 
gradual process of erosion from various directions and has completely dis- 
appeared in some states, such exemptions are less pertinent in this connection. 

There has been a sharp decline in the number of states offering the tax ex- 
emption bait. The fact that approximately half the states that were offering 
these inducements no longer do so, reinforces the conclusion that some of these 
practices that have so outraged other states have proved to be unfair mainly 
to their own citizens, in that the governments have given away something that 
it was apparently not necessary to give. 

The general tenor of articles on tax exemption has been highly critical. 
Nevertheless, evaluation of the Puerto Rican tax exemption program and its re- 
sults does point to somewhat modified conclusions. The crux of the Puerto 
Rican tax exemption inducement, however, is that the manufacturer gains fed- 
eral, in addition to state (or territorial) and local, exemption. Puerto Rico 
inaugurated a 12-year exemption program in 1949. The governor declared at 
that time that new industries must save Puerto Rico in 20 years, or there 
would be chaos. 

Puerto Rico’s economy has more than trebled since 1940. ‘Unemployment, 
however, still continues to be serious, amounting to nearly 15 per cent of the 
labor force. The island government is now pushing power expansion, highway 
construction, housing and major port improvements, in the hope of accelerating 
its industrial development. 


Although outright subsidy might be less costly and although a large part of 
the appeal in exemption may be because the burden therefrom is concealed 
and it is, therefore, less likely to excite opposition, nevertheless it should be 


borne in mind that in an impoverished area, tax exemption may be the only 
kind of substantial subsidy that is within the power of the community to offer, 
and the economic status of the region may appear to dictate the need of drastic 
measures. The tax-exemption subsidy is largely paid in the future rather than 
in the present. It is mainly exemption of a tax upon new buildings and upon 
enhanced land values. To the extent that these increments of value may have 
taken place as a result a the tax exemption feature, the community has lost only 
the tax upon the value of the property before the development took place. More- 
over, even this may be many times offset by the resulting increases in the value 
‘ 


unsubsidized property in the vicinity. 


A Favorable Tax Climate 


Taxes are important. A burdensome general level of taxation or punitive and 
discriminatory taxes will drive business enterprise from a community. Evidence 
is available of such an impact. There is no denying, however, that the effect of 
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taxes upon industrial location has been exaggerated. In most instances other 
factors will greatly outweigh tax considerations, but, in situations where other 
considerations largely cancel out, a tax differential may very well be the mar- 
ginal factor which will tip the scales. 

The reasons for a high general level of taxation may be valid or otherwise. 
High taxes may represent a high level of governmental services which more 
than compensate for the burden of taxation. They may be due to catastrophic 
occurrences or to economic or other disadvantages. In such cases high taxes are 
burdensome, but they cannot be obviated. Or, high taxes may be due merely 
to governmental inefficiency or extravagance. In this case, they are both burden- 
some and unjustified. 

If an industry has to choose between going into a backward area where it 
will have to drill its own wells, build its own roads, provide its own police and 
fire protection, train its own employees and provide various community facili- 
ties for them, or going into an area where these services are provided by govern 
ment; it may very well decide after a series of cold calculations that the higher 
taxes and the services they buy in the latter community, are an attraction rather 
than a deterrent. For the higher grade industrial concern that makes a careful 
analysis of all pertinent data for the locations under consideration, it will not be 
so much a question of how high its taxes are, as what it gets for them, that will 
be the determining factor. 

Whatever dispute there may be concerning the wisdom or unwisdom of spe 
cial tax inducements for industry, there appears slight, if any, justification for 
excessive and discriminatory taxes upon specific industries, or for a general tax 
burden that will be so high as to constitute a compelling reason for relocation. 

The tax burden on any particular enterprise wili be affected by variations in 
plant, equipment, inventories, payroll, net income, gross income, and various 
other considerations. Because any comparative measure of the tax burden upon 
industry is so subject to arbitrary assumptions its chief value is in the indication 
of general direction and extent rather than as an exact measure. 

Moreover, the problem is complicated by various potential factors affecting 
the tax burden, such as changes in the areas of governmental units, variations 
in school population, highway modernization programs, various types of public 
improvements, changes in the tax structure, improvements in assessing proce 
dure, and numerous other uncertainties. 


THE INCIDENTAL ROLE OF THE STATE IN INDUSTRIAL DEVELOPMENT 
The state’s major and most effective impact on industrial development will 
result from activities carried on primarily for other reasons. The overt efforts of 
the state to attract industrial development, no matter how intelligently planned 
and how efficiently carried out, will be negated if the state fails to render a high 
standard of service in its more primary functions. 


Providing Good Government 


The number one function of the state in fostering industrial development is 
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in supplying good government. This means, not only honest government, but 
also efficient, informed, and farseeing government. If general government is 
good in this sense, it is likely that the specific functions that are essential in a 
state well oriented to industrial development, will also be ably planned and ad- 
ministered. Some of these specific functions are the provision of highway and 
other transportation facilities, water supply, control of pollution, education, and 
logical and orderly provision for local governments—to name only a few. 


Transportation Facilities 


Whether an industry is oriented to raw materials or to markets, it will be de- 
pendent upon suitable transportation facilities. A relatively few will find it nec- 
essary to have seaport facilities. Some will need access to airports. Great num- 
bers will need rail and/or inland water route facilities. Probably all industrial 
enterprises are dependent upon highways. 


Water Supply 


The provision of an adequate water supply has leaped to prominence within 
the last few years as an outstanding governmental problem. As the population 
increases and as industry expands, greater and greater supplies of water are 
needed. The demand is further accelerated by the ever-increasing per capita 
consumption, both residential and industrial. 


Control of Pollution 


Control of pollution is a two-edged sword so far as industry is concerned. 
‘The latitude formerly permitted industries in the pollution of rivers and harbors 
is being increasingly curtailed. As recognition of the damage to health from air 
pollution becomes more widespread, there is an increasing public demand for 


control of air pollution. Pollution from atomic wastes is now becoming a matter 
of concern. Air and water recognize no municipal boundaries and control of 
pollution in either is of limited effectiveness by local governments. The problem 
is on the doorstep of the state government. Although really effective control will 
irritate a minority of industries, it will make a location more appealing to great 
numbers of others, and will probably be of long-run advantage to all. 


IE-ducation 


An important function of the state, in cooperation with local governments, 
in fostering industrial development is in educating the labor supply. Workers 
with a good elementary education will be needed by all industries. Great num- 
bers will need employees with a good trade school background. There will be 
demands for high school graduates and college graduates; and in this new scien- 
tific age, there is greater and greater demand for persons with advanced degrees, 
particularly in engineering. 

There are other specific functions directly related to industrial development. 
Flood control and power development are two that are getting considerable 
attention at present. 
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Provision for Local Governments 


The incidental role of the state in industrial development relates not only to 
good government on the part of the state and to adequate provision of various 
specific state services. The state also has an extremely important role to fulfill 
in connection with the local governments. 

The pattern of local governments is established by the state. This is an area 
of government which is now under the penetrating: scrutiny of numerous stu- 
dents of government and of government research agencies. The pattern of local 
governments has become hopelessly confused. It becomes increasingly difficult 
to render a satisfactory modicum of governmental services in many metropoli 
tan areas and also in many other governmental areas, because of overlapping 
and fractionated governmental units. The state has a major responsibility in this 
connection. It also has conspicuous responsibilities relating to sources of local 
revenues and standards of performance. 

Heavy local reliance on the property tax, in conjunction with the present 
pattern of local units, results in the fragmentation of the fiscal effects of indus 
trial location. One local unit may get the bulk of the fiscal revenues resulting 
from the plant location while other units have to meet a major share of the 
resultant governmental costs. 

The present confused pattern of governmental units may be further compli 
cated by the emergence of the new functional nuclei—such as industrial parks 
regional shopping centers, research centers and other functional groupings 
which are being developed largely outside the urban boundaries. 


RECAPITULATION 


By way of recapitulation I would like to proffer this unsought advice to states 
seeking new industries: 


1. Forget Marilyn Monroe and the bathing beauties. 

2. Let the governor unpack his travelling bag and concentrate on good govern 
ment at home, rather than on goodwill tours to attract industry. 
Go easy on subsidies. Offer them only under extraordinary circumstances and 
with ample safeguards. 
Set up able and hardworking development agencies to make surveys and analyses 
and to assemble the necessary factual data and do the one hundred and one 
other things that are essential in an effective industrial development program 
Be sure that the natural advantages that your state can offer industry are not 
offset by inadequate governmental services 


An arterial highway will probably be more effective bait than the most 
cleverly devised and expensive ad in The New York Times or Fortune. An 
adequate power supply will be more appealing than the goodwill tour of the 
most persuasive governor. Ample trade school facilities and advanced scientific 
training centers in this electronic and nuclear age may attract high grade in 
dustry more readily than tax baits. 
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Federal-State-Local Relationships in Industrial Development 


Victor ROTERUS 
Director, Area Development Office, U.S. Department of Commerce 


Federal-state-loca] relationships are involved in the current interest in federal 
legislation to assist local spot areas of persistent and substantial labor surplus. 
The President's Economic Report has called attention to this problem in the 
following terms: 


Local unemployment often proves stubborn when it stems from special causes, such as 
a dwindling market for the products in which a community has specialized, the removal 
of one or more of its key firms to other places, a lag in the technology of its principal 
industry, or the depletion of a natural resource on which the local economy is based. . . . 
The fate of distressed communities is a matter of national as well as local concern. At 
present, numerous private groups, as well as State and local agencies, are assisting com- 
munities troubled with serious unemployment in working out practical solutions. The 
Federal Government has also actively interested itself in the problem. As far as feasible, 
government contracts are being placed with firms in labor surplus areas. An induce 
ment has been given to the location of defense production facilities in such areas by 
allowing tax amortization benefits beyond those granted elsewhere. Also, the Office of 
\rea Development in the Department of Commerce has been enlarged, so that it could 
better serve local needs. Although these programs have proved helpful, experience dem- 
onstrates that bolder measures are needed. To this end, a new Area Assistance Program 
is recommended for aiding communities that have experienced persistent and substan 
tial unemployment. 


The basic principles that should underline any program of federal assistance 
to local unemployment areas include the following: 


1. Communities have primary responsibility for planning and financing their 
own economic development. 
The program should aim at lasting improvement, rather than temporary relief 
The program should create new job opportunities rather than merely transfer 
such Opportunities from one community to another. 


The Administration is preparing a bill on assistance to unemployment areas 
which will be introduced in the next session. This bill will probably be similar 
to the bill that was introduced in the last session of Congress and which pro- 
vided for three major forms of assistance: 


An enlarged program of technical assistance to help communities to help them 

selves, including direct on-the-spot technical consultation and advice by area 

development experts; and financial contracts with state economic development 
departments, university bureaus of business research, and other organizations 
for local surveys of resources and realistic industrial opportunities. 
Capital improvement loans to persistent unemployment areas aS a supplement 
to private and local-state money for preparing land for industrial use; for con 
structing new factory buildings; and for modernizing old factory buildings. The 
whole idea here is to provide new job opportunities through private enterprise 
to take the place of jobs which have disappeared. 

5. Coordination of above activities with other federal programs and policies affect 
ing local areas. Some activities are already coordinated with the program in the 
hill. For example, it authorizes the Housing and Home Finance Agency (a) to 


10 





STATE AND LOCAL EFFORTS TO ATTRACT INDUSTRY 


amend Title I of the Housing Act of 1949, as amended, to make the aids autho 
ized under the Urban Renewal Program available to a certified labor surplus 
area for redevelopment for industrial and commercial uses without regard to 
present limitations requiring redevelopment and urban renewal to be primarily 
for residential use; (b) to direct the Administrator of HHFA to give first pri 
ority to applications from certified labor surplus areas for federal aid in finance 
ing needed public facilities under Title II of the Housing Amendments of 1955 
(c) to provide for direct planning grants under Section 701 of the Housing Act 
of 1954 to counties, cities, and other municipalities Of 25,000 or more situated in 
certified labor surplus areas. At present, for metropolitan areas of 25,000 and 
over, planning grants are made to regional and metropolitan agencies. For 
cities unde: 25,000, planning grants are made to state planning agencies 


Some Pertinent Points on Industrial Development Policies 


Rosert D. Sirr 
Director, Wisconsin Division of Industrial Development 


In the belief that highly positive statements will tend to generate full and 
free discussion in a panel such as this, the following assertions are made. 

First, institutional advertising for industrial development constitutes one of 
the most inefficient and ineffective expenditures of public funds. The extent 
to which it is used is related to the strong desire oi most people for public rec 
ognition of their efforts. 

Second, the most important single factor working against the expansion o1 
relocation of industry in our cities and villages is the absence of land that is 
properly zoned, that can be served by utilities, and that can be purchased 
promptly at a reasonable price. 

Third, the greatest and least appreciated source of employment growth re 
sides in industries presently operating within or near the corporate limits of our 
cities and villages. Insufficient attention to such industries by development 
groups and governing bodies enhances the movement and expansion of these 
industries to other areas and helps to keep new industries from moving in. 

Fourth, state and local tax structures are vital instruments of economic policy 
in relation to the taxing system of nearby states. 

Fifth, per capita levels of taxation are far less meaningful to the rate of eco 
nomic growth than is the tax burden carried by productive facilities. 

Sixth, in an era of industrial mobility, no state can stand alone in its ad 
herence to a tax structure strongly oriented to the “ability to pay” theory. Con 
tinued adherence to this theory, in the face of defections by contiguous or “com 
petitive” states will have the certain long-range effect of decreasing the rate of 
personal income growth and of denying improved employment opportunity to 
the very persons supposedly benefited by the application of this theory. 

Seventh, the personal property tax—with special reference to the taxation of 
inventories and equipment—is impossible to administer with any reasonable 
degree of consistency and equality. 
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The BAWI Program in Mississippi 


Henry V. WATKINS 


Board of Directors, Mississippi Economic Council 
and Member, City Planning and Zoning Board, Jackson 


Mississippi, admittedly the poorest state in our nation, has done a vital and 
necessary job through getting new industries in the state. Miss Walker has re- 
ferred to the Puerto Rican governor's statement that chaos would reign in 
Puerto Rico unless the industrial plan there worked. Chaos was the order of the 
day in Mississippi 25 and 30 years ago. You cannot imagine the lack of money 
which then existed. You cannot imagine the standards of living that prevailed. 

Payro ls have changed that in all areas of the state. The job is not done, but 
the change in circumstances is very apparent. I have studied towns before and 
after industrial employment came to that area. Before industrial development 
comes there is an apathetic day by day living, very little business is done, 
houses are unpainted, streets are not paved, schools are primitive. The attitude 
of the older people is that of resignation. The young people leave the commu- 
nity. 

After the plant is located and in operation for a few years, the business houses 
spruce up, the homes are painted and well kept, a few new homes are built, a 
new school is built, usually including library and gymnasium facilities and 
possibly a swimming pool, tennis courts, baseball fields and the like; the people 
walk with a firmer tread and eyes are brighter; they are better housed, clothed, 
and fed. The spirit is one of confidence, there comes a belief in the future, a 
belief that there is a future for the town and for the inhabitants. These things 
| have seen, and it is good. 

In Mississippi we are at the point where we do not need to offer unusual or 
extravagant benefits. If we build a plant under the BAWI plan, the tenant pays 
every dollar of cost plus every dollar of interest on the bond issue and does not 
own the building. Tax exemptions are restricted to five years outside of a 
municipality and ten years inside a municipality. 


Comments on State Agencies 


Stuart P. WaALsH 
Industrial Planning Associates, San Francisco 
In the course of our own work in nine states this year I have come into close 
contact with their industrial development agencies, both as to staff and pro- 
grams. We have also just completed a study for a California legislative com- 
mittee regarding the need for such an agency in California. (Texas is the only 
other state that does not have one.) 


talance Agriculture With Industry. 
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From these contacts and this study it has seemed evident that a number of 
the state agencies are handicapped by their close relationship to current politi- 
cal administrations. Miss Walker has noted one aspect of this in mentioning 
governors’ tours to solicit industries. Incidentally, industrialists know how tran- 
sient governors are, and can hardly be impressed by their representations except 
in states that have had long records of outstanding leadership. 

In these politically oriented agencies it is hard to recruit the trained staff 
men who are essential to an effective development program. 

All of Miss Walker's observations are highly pertinent, particularly those 
dealing with state taxes and with what she calls the incidental role of the state 
in industrial development. The most significant paragraph in Miss Walker's 
paper, I think, is the one in which she states that: 

The state’s major and most effective impact on industrial development will result 
from activities carried on primarily for other reasons. The overt efforts of the state to 
attract industrial development, no matter how intelligently planned and how efficiently 


carried out, will be negated if the state fails to render a high standard of service in its 
more primary functions. 


It may also be noted that a number of the state agencies are now giving in 
creased attention to counseling the smaller communities on problems of improy 
ing local services, utilities, and amenities—which are basic factors in attracting 


industry. 


To Attract You Must First Be Attractive! 
Josepu F. Courtney 
Town Manager, Wilmington, Massachusetts 


Quite obviously there is no pat formula to insure the success of a state o1 
municipal industrial development program, but there are several general propo 
sitions concerning this subject which I would like to submit for your considera 
tion. 

The first proposition is that industrial development is not—and should not be 
regarded as—a cure-all for municipal ailments. It can easily create as many 
problems as it solves. 

Second, in the foreseeable future there will not be enough industrial devel 
opment to be shared among those states and municipalities which seek new 
industry. Therefore, the wisest course for any community to follow is to put its 
own house in order without depending upon industrial deve lopment which may 
never materialize. 

Third, rare indeed are the desirable industrial prospects anxious to rescue a 
community from its own lack of foresight. 

Fourth, most industrial development programs are predicated upon either o1 


both of two objectives: new tax revenue, or new employment opportunities. For 
many suburban communities already hard hit by the costs of massive popula 
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tion growth, these objectives are mutually exclusive. The advent of a mass 
employment industry could easily constitute municipal disaster. 

Fifth, the best advice which any state or municipality can follow in a long- 
range program is a slogan which has become the unofficial motto of the Massa- 
chusetts Department of Commerce: “TO ATTRACT YOU MUST FIRST BE 
ATTRACTIVE.” 

Sixth, the essential features of an attractive community or an attractive state 
are painfully obvious. They are: 

1. Sound, comprehensive planning that gives a clear picture of what we want and 
where we are going, so that as far as possible a municipality is in control of its 
own future. 

Effective block zoning that reserves good industrial land for industrial purposes, 
while protecting the community against industrial encroachment upon resi- 
dential areas or undesirable side effects such as industrial traffic on residential 
streets. 

Fiscal stability—especially in the matter of taxes—and an equitable assessment 
policy that guarantees that industry will be asked to assume no more than its 
fair share of the costs of government. 

Good, well-managed government as reflected in municipal services ranging from 
good schools and good roads to rigorously enforced protective codes. The kind 
of town its personnel will live in is at least as important to industry today as 
the taxes it must pay. And the prestige of the state or community is either its 
greatest asset or its greatest liability. 

Last, but most important, the traditional requirements of adequate railroad 
and highway facilities, water, sewerage, power, accessibility to raw inaterials and 
markets, available labor—especially skilled labor—good building land, and 
perhaps most important, immediately available, accurate information on all of 
these. 


Seventh, high pressure salesmanship, expensive advertising, tax concessions, 
tax exemptions, and subsidies, at best are poor substitutes for any of the fore- 
going—especially if they divert attention from the less dramatic fundamentals. 
At worst, tax bargains and subsidies are an abuse of governmental power and 
privileges and are an open invitation for future trouble. Good, desirable indus- 
try is ready and willing to accept its responsibilities. 

As the only municipal official on the panel, I hope you will excuse my offer- 
ing my own town of Wilmington as a case study in point. Five years ago Wil- 
mington was the classic example of the semi-rural community suddenly over- 
whelmed by the great exodus to the suburbs. 

In spite of a hundred per cent population increase in ten years, the town had 
little or nothing in the way of zoning, subdivision, health, or housing codes. 
Wilmington had not constructed a new school since 1926. In fact, there was 


only one employee in the Town Hall to serve a community of over 7,000 peo- 


ple. Characteristically, the young and prolific new families who had moved into 
the town from large cities with a high level of municipal services, generated an 
irresistible demand for the improvement of roads, water main extensions, and 
the massive expansion of all services, especially school facilities. 

Unfortunately, the tax revenue realized from new residential growth fell far 
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behind the demand for new expenditures resulting from that growth, and the 
town turned to industrial development for needed revenue. Between 1951 and 
1955 Wilmington proceeded to compile the most impressive record of industrial 
growth in Massachusetts. Industrial employment increased 340 per cent. Indus- 
trial payrolls increased 735 per cent. Taxable industrial valuation increased 900 
per cent. And this past summer, Wilmington was selected as the site for a $15 
million Research and Development Center that will provide employment for 
three thousand people while increasing the taxable valuation of the town by 50 
per cent. As a result of the industrial growth record and substantial municipal 
improvements carried out over the same period, Wilmington has been described 
by a syndicated columnist as the “Cinderella Town of New England.” 

In effect, Wilmington has offered good government and the results of good 
government as its chief inducement for industrial development. It has attained 
its objectives for industrial development: 

1. Without resorting to tax exemptions, adjustments or concessions. All industrial 
property is assessed on the same basis as all other properties. 
Without expending large sums of money for advertising and promotion 
Without public or institutional subsidies such as land, buildings, special ex 
penses or bonuses. 
Without a local industrial development commission. 
Without the expenditure of public funds for municipal facilities and improve 


ments other than those dictated by the natural growth of the town 
Without any sudden advantage accruing to the town from some new physical 


or geographical fact such as a new highway. 
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Programs for Economic Development. 
Papers at Governmental Research Association Session. 


State and Local Governmental Responsibility for 
Economic Development 
WituiaM D. CaRLEBACH 
First Deputy Commissioner, New York State Department of Commerce 


At the beginning of 1956 it was estimated that American industry would 
spend over $33 billion this year for new plant and equipment. This $33 billion 
is the prize for which the 48 states and Puerto Rico are now contending. Nor 
is the competition between states the limit of the competition for this prize. The 
United States boasts 3,068 counties most of which have aspirations for indus- 
trial growth, and we are all familiar with the internecine rivalries of adjacent 
villages within the same county. 


REASONS FOR ECONOMIC RIVALRY BETWEEN REGIONS 

Why this rivalry for new industry today? The realities of economic life in 
many parts of this country are harsh indeed. Too many of our smaller cities 
offer little opportunity for the youngsters they have educated. Growing up for 
many generations has meant leaving home and “seeking one’s fortune” else- 
where. Traditionally the county seat offers opportunities for lawyers and there 
have been openings for retailers and other professional men. But generally 
speaking the completion of high school or college meant leaving town. New 
York City, Chicago, Los Angeles, Boston—these cities have thrived on the enter- 
prise of the young men and women from the smaller communities of Vermont, 
of Indiana, of Iowa, and of Upstate New York. 

For generations lack of opportunity was accepted, like drought or a warm 
summer. The young went off to live and to work, and came home to die. Occa- 
sionally and fortuitously, like the rain that breaks the drought, a plant would 
come to town and grow and suddenly there was opportunity at hand. The reali- 
zation that plant location decisions of great and remote corporations were deci- 
sions that could be influenced by community activity did not become wide- 
spread until very recently. I would date this realization to World W ar II when, 
perhaps for the first time on a large scale, communities organized themselves 
and took off for Washington to influence placing an army camp or a war plant. 
In the years that have followed, all the states have established development 
agencies of some sort to try to influence corporate decisions on plant location. 

The reasons for this activity at the state level are clear. New industry is new 
income. New industry is new opportunity. How much? The Chamber of Com- 
merce of the United States estimated recently that 100 new manufacturing jobs 
in a community meant 174 new jobs—when the additional shopkeepers and doc- 
tors and television repairmen were included. The Chamber estimated that the 
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same 100 jobs meant an increase of $360,000 annually in retail sales, of 
$590,000 in personal income. 


THE STATE’s ROLE 
What then is the state’s role in trying to bring the opportunity and income 
deriving from new industry into its confines? Basically I believe that the role of 
the state in economic development is to provide a structure of necessary services 
for all its communities and to help communities to help themselves. 


Creation of Favorable Atmosphere 


In New York State we seek first to create an atmosphere favorable to indus- 
trial activity. Then we attempt to sell the state on sound economic grounds. To 
be successful in the long run, we feel that industrial management should be 
approached on a hard-headed, realistic, practical, and factual basis. We frown 
on artificial economic stimulants. We do not believe in tax concessions, sub- 
sidies, or special favors to management in assuring them, for example, that 
labor unions and labor problems are non-existent. We do know that we have 
one of the most stable labor records of any industrial state on man hours lost 
per hours worked. Ours is a mature labor force. We think good management 
can take care of itself in its labor relations. We believe a sound enterprise does 
not need tax concessions or subsidies. We feel that way for two reasons. First, 
we do not think a sound management expects other industrialists in the state 
to carry increased tax burdens of a direct or indirect nature to subsidize the 
newcomer. Second, we know that a company moving into the state is entitled 
to adequate services from the state. It will get them in New York State. But we 
seek to give such services to all our industries, not to a favored few as a subsidy. 


Protecting and Developing Its Labor Force 


Our greatest asset is our people. We have over 16 million of them on one of 
the greatest concentrated high income markets in the world. We have a labor 
force of unequalled size and skill. We are proud of the contributions diverse 
nationalities and races have made to this labor force. To protect and develop 
this asset has been the ultimate goal of our state’s government. We have insisted 
on—and have most often led the way—in providing for our people the standards 
of living, cultural and educational facilities, freedom from discrimination, and 
protection from accident or illness to which all people are entitled. 

We feel that whatever benefits our people benefits industry. Take, for in- 
stance, our educational institutions. Our colleges and universities turn out more 


engineers each year than do those of any other state. More than three-quarters 


of these student engineers are native New Yorkers and when they graduate, 
more than half of the total graduates remain in New York State to contribute to 
the development and growth of our industry. To face the air-conditioned, auto- 
mated, nuclear-powered world of tomorrow, sound educational opportunities 
for all people must be encouraged. And they are in New York. 
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Services to Industry 

“In New York State we want to create an atmosphere in which growth in- 
dustry can thrive. To help industry meet the challenge of industria} utilization 
of nuclear materials, we sponsored a conference at Rensselaer Polytechnic Insti- 
tute last spring on that subject. Scores of New York industrial executives were 
exposed to a concentrated dose of the best advice currently available in the 
field. The purpose simply was to make them aware of the great opportunities 
that exist for all industry in the use of atomic energy, nuclear materials, and 
their by-products. 

Governor Harriman, furthermore, has created a Council on the Use of Nu- 
clear Materials which the Commerce Commissioner chairs, and on which the 
Health and Labor Commissioners serve. The Council has already promulgated 
Health and Labor regulations protecting our communities and working force 
with the help of the Atomic Energy Commission, scientific and medical authori- 
ties, and industry and labor. New York industry knows right now what to ex- 
pect in the way of state regulation of atomic industries. They can plan and ex- 
pand with confidence. They recognize the codes to be reasonable and sound. 

The Commerce Department also sponsors local planning and zoning pro- 
grams to protect potential industrial sites. Through our Bureau of Aviation, we 
foster the development of airports, heliports, and additional air service for our 
industrial communities. We carry on an intensive publicity and advertising cam- 
paign to tell our story that more industries and a greater variety of industries 
operate at a profit in New York State than in any other. Our advertising sched- 
ules are coordinated with our public utilities, railroads, banks, and local com- 
munities to obtain the maximum impact for our advertising dollars and theirs. 

We have established a program to help the small industrialist and business- 
man. We now have available for our businessmen in two pilot programs being 
conducted in the state, a technical advisory service similar to the agricultural 
extension service provided farmers. Our department has also been directed by 
the governor to make a special study of possible tax relief for small business and 
make recommendations on this to next year’s Legislature. We consider small 
business the seed bed for future industrial growth and development. 


Our local merchants are provided, on request, with shopping surveys which 
analyze the composition of the community's shoppers, where they come from, 
how many shop out of town, what they like and dislike about the merchants’ 
facilities and services and similar information on the basis of which improve- 
ments can be made. Good shopping areas are important in determining a good 
site for a plant. 


Our Business Research Bureau regularly publishes economic and industrial 
statistics and surveys for the state. We provide market research data and, of 
course, prepare complete and highly professional presentations through our In- 
dustrial Development Bureau of plant site statistics and data. 

Our Woman's Program runs forums for local businesswomen, farmwives and 
housewives to assist them in establishing new enterprises, either part or full 
time. These include advice on mail order businesses, roadside stands, home- 
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craft and catering. Good local small industries have been started by this pro- 
gram. 

We even make our Travel Bureau, which has helped to create a $2 billion 
resort and travel industry in the state, work on phases of our industrial develop- 
ment program. We use our state published resort literature to answer queries 
from industrial prospects on recreational facilities throughout our vacation em- 
pire. In addition, companies like General Electric use our elaborate “Vacation- 
lands” booklet to recruit engineers. Our travel ads will, on occasion, have an 
industrial twist. 


Credit Development Corporation 


Finally, we have borrowed the credit development corporation concept from 
our New England cousins. Our New York Business Development Corporation 
which will in time be the largest in the United States in terms of available 
credit for industry, is in full operation. It is privately financed and managed 
though it was originally sponsored by the state. We are also actively encourag 
ing local industrial development corporations. 


Transportation Facilities 


Good roads are necessary for industrial development. Our state has an exten 
sive net of highways, including the New York State Thruway stretching now 
from Buffalo to New York City. We have located many new industries along 
this route. 

The New York State Barge Canal System is one of the greatest state operated 


inland waterways in the world. It links the Atlantic with both Lake Ontario 
and Lake Erie, goes northward through Lake Champlain to the St. Lawrence, 
and through the Finger Lakes reaches as far south as Ithaca in the interior 
of the state. This system is maintained for industrial use. We are hopeful of 
federal assistance in deepening the channels between the Midwestern Great 
Lakes as far as Lake Superior to assure even more intensive utilization of om 
canal system as well as of the St. Lawrence waterway. 

This latter development has created a new seacoast for the state and in 
northern New York with the help of the New York State Power Authority we 
intend to create a new industrial empire. 

As we face the dynamic ebb and flow of industrial change, our labor depart 
ment plays a major role in re-training our labor force to meet the challenges of 
tomorrow. 


SUMMARY OF STATE FUNCTIONS 


Let me summarize the role of the state in industrial development as we see 
it in New York State. 


1. Our greatest asset is our people, both as a high income market and stable labor 
force. The state wants to protect the people’s welfare and foster their further 
economic development. 

In addition, the state seeks to provide sound educational opportunities for all 
and Jabor training and re-training where necessary 
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We seek to maintain and extend our road systems and other public works with 
industrial requirements in mind. Airport and heliport planning is undertaken 
by the Commerce Department. 

Communities are assisted in zoning to protect industrial sites. We encourage 
good community shopping services and parking. 

We seek to serve all industry, that which we have and newcomers without dis 
crimination as to tax concessions, subsidy, or other come-on devices. 

We sponsor clinics and technical assistance for smal) business and industry. 
Industria) interest in technological opportunities is stimulated by Department 
sponsored educational forums and advisory services. 

Through the Business Development Corporation and local industrial develop 
ment committees, we promote the availability of medium term capital require 
ments from private sources at reasonable rates. 

We seek a coordinated advertising and publicity program in conjunction with 
our banks, utilities, railroads, and community associations. 

We provide a highly competent and professional free site location service usually 
working in anonymity and often making our presentations through banks, utili 
ties, railroads, local chambers of commerce and consulting firms. 


RoLe oF Locat GOVERNMENT 


Where, then does the local government fit? Common sense tells us that every 
site location decision is made ultimately in terms of a given acreage—not in 
terms of a state. And since decisions must always be made in terms of a single 
community, community conditions will ultimately be the deciding factors in the 
location decision. 


Local Government Services 


New York State can create the climate and the educational facilities and the 
roads and provide the leadership for its communities, but when the industrial 
prospect gets down to brass tacks he wants to know about water and sewage 
and local planning and zoning. He needs an equitable real property tax assess- 
ment and he must check the police and fire protection carefully. These are the 
specifics that enter all plant site location decisions. This is where the community 
effort shows. 


Private Industrial Development Groups 


Throughout the state, and throughout the United States there are many pri- 
vate industrial development groups hard at work. In some cases they are set 
up as citizens’ committees, of which the Birmingham Alabama Committee of 
100 may be the best known. In other cases railroads and utilities are carrying 
the ball for industrial development. Generally in New York State, chambers of 
commerce have special committees to do the job. But in too many instances 
these private industrial development groups are not receiving the support they 
must have from their local governments. 


Restrictions on Local Promotion 
Here in New York State legislation delineates carefully the areas in which 


local governments may spend money for industrial development and promotion. 
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In most instances the publicity funds are very small. Generally speaking, cities 
of less than 50,000 may spend only $1,000 for such funds, and villages $1,500 
annually. Counties have a broader charter and may appropriate up to 2 per cent 
of their last preceding budget for county purposes for publicity. In addition a 
recent ruling by the comptroller of the state permits city, town, and village 
governments to spend money out of their general funds for industrial surveys. 

It may be that there is room for broader legislation to enable local govern- 
ment units to join and contribute to private development groups. But too few 
of the 1,600 local government units in the state are doing their share under 
existing state law. 


Apathy in Many Communities 


In too many cases supervisors, councilmen, and mayors have not involved 
themselves in local industrial development efforts. They remain ignorant of the 
aspirations of their community, and are not in a position to counsel the develop- 
ment groups. It is a fact of life on the local level that some industrial installa- 
tions cost more in services than the community can undertake. Those who are 
promoting industrial development should be aware of the costs of city or town 
services and be guided accordingly in their promotional activities. 

Both government and development officials should look carefully at the serv- 
ices offered by the state and federal governments to make sure that every op- 
portunity for self-improvement is being utilized. 


Local Planning 


I have traveled New York State extensively in this last year and a half pro- 
moting local planning, and most particularly promoting the utilization of Section 
701 of the Federal Housing Act of 1954. I have been appalled by the slowness 
with which the gospel of planning has spread. Here in Westchester, Hugh 
Pomeroy has brought just fame to the County Planning Commission, but the 
towns, villages, and cities are lagging far behind. Elsewhere in the state progress 
has been slow. We have traveled telling the communities of the state that the 
unplanned community is unattractive to industry. But too many of our villages 
and our cities are still unplanned. State government can only exhort in this 
vital area. Local government, local initiative, local perseverance alone will make 
planning a reality. 

So it is with many of the other state programs that I outlined earlier. The 
facilities of New York State for adult education are excellent. But it is only 
the wiser localities that have exploited these services and thereby upgraded 
their labor force to make themselves attractive to new industry 


INCREASING PRESSURE FOR INDUSTRIAL DEVELOPMENT 


Pressure for industrial development will not abate. I believe that it is growing 
stronger all over the country. I do not believe that vacation areas of this great 
state, for example, will long be content with ten-month periods of unemploy- 
ment. I expect to see increased local pressure on local governments to act well 
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and intelligently to diversify these resort economies. | am proud of the program 
that New York State offers its communities for industrial development. I hope 
that our state services will soon be strained by a sharp increase in the number 
of local government units that come to us for guidance in this new and dramatic 
field. 

In a sense the notion that one can control one’s economic future has added 
a new freedom in our time. With greater local effort more of our people can 
enjoy this freedom. 


What Industry Expects From a Community 


Rospert H. RYAN 
Vice President, Cabot, Cabot & Forbes Co., Boston 


This subject could mean quite different things to different people. To some 
it might mean the gimmicks, door prizes, and “come-ons” which are alleged, at 
least, to be offered to industry by communities intent upon winning new in- 
dustrial pay rolls. To others the subject might mean the anticipations of mana- 
gers of business in dealing with their respective communities. To others still, 
the subject may carry with it a suggestion as to what communities might well 
do if they are attempting to make themselves more attractive to industry. 


I shall confine myself to two relatively narrow areas of a broad subject: first, 


a consideration of the factors which industry considers in seeking new locations; 
second, a few thoughts which municipal officials might well consider before 
they pounce pell mell into an industrial development program. 

Our company happens to be in the business of locating, designing, building, 
and financing new industrial facilities and odering to industry a “package” 
which in its simplest description consists of a finished facility, ready to operate 
and delivered as a package, with the client company not having had to worry 
about selecting the site, developing the land, designing the building, supervising 
its construction, or even worrying about such inconsequential details as the 
financing. 

In this process it is rather obvious that someone has to give some considera- 
tion to location; and in connection with location consideration has to be given 
to communities—what makes them tick, how they are administered, and where 
they are headed. 


LocaATION Factors 


Many of the considerations which have to do with plant location have nothing 
to do with the internal affairs of a community either as to its fisc or the adminis- 
tration of its affairs. Such considerations as sources and costs of raw materials, 
proximity to markets, transportation and distribution considerations, utilities, 
and labor factors certainly dominate the site location syndrome. In general, 
companies are oriented to labor supply, in which case skills and labor costs 
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appear as major con..icerations; or are raw material oriented and have to be in 
close proximity to sources of raw materials; or are market oriented and must 
be in the center of a large and growing market. Not until the major considera- 
tions (i.e., raw materials, market, transportation, labor, etc.) are weighed and 
evaluated do “community considerations” begin to emerge as important factors 
to be analyzed and compared. Once the general area is pinpointed, then, and 
only then, do the factors which you and I are concerned with today begin to 
take on their proper significance. 

At that point the community might well expect an analysis of sorts, not as 
penetrating perhaps as that given to freight differentials and the relative efficien- 
cy of labor as measured by the unit-labor-cost of the final unit of output, but 
an analysis nonetheless. And this analysis will touch upon existing laws and 
practices with regard to taxes (real property, income, and organization and 
franchise), assessment policies, and practices and policies relating to working- 
men’s compensation, unemployment compensation, ete. Some attention is given 
to planning and the direction in which a community appears to be heading, 
and more often than not an analyst confronted with selecting the location of a 
new plant or facility may be expected to cut through the usual clutter of cham- 
ber of commerce propaganda and drum-beating to determine what is really the 
community attitude towards industry as evidenced not by bugle-blowing and 
brochures, but by existing laws and regulations and by the experience of others 
in the same community. 


Such then, is an over-simplified description of the process of selecting the 
location—the important factors are considered, weighed, and put in combina- 


tion with others, and an answer is ground out. Most of these factors are cold, 
hard, realistic, economic considerations leaving little opportunity for much 
interpolation, but as one of these factors there is usually this one element that 
has to do with the community’s affairs, and herein lies the pendulum which can 
point toward one community as opposed to others within a given economic area. 


EFFECTIVENESS OF DEVELOPMENT PROGRAMS 

So much for some of the factors which are considered! Now a few remarks 
as to what is perhaps more important, namely, the effectiveness of any pro- 
gram designed to attract the business executive and convince him that yours is 
the community in which to locate that modern, noiseless, smokeless plant which 
looks like a school, with its uni-flow production lines, its split-level country club 
atmosphere, and its happy workers driving to their toil in their solid-gold 
Cadillacs and taking proper care not to damage the boxwood hedge or the 
bluegrass lawn as they park. 

I would be dishonest if I were not to point out that some communities appear 
to be tripping all over themselves and fumbling as they go in their uncontrolled 
and misdirected efforts to attract industry. More typical than untypical is the 
case of the growing residential community which seizes upon “industrial de- 
velopment” as the pink medicine which will cure all of its ills, as a result of its 
having concluded that industrial growth returns more to a municipality in 
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taxes than it takes from it in the cost of services received. The cry to “do some- 
thing” goes out! An industrial development committee is appointed, a budget is 
appropriated, a brochure is prepared, and in some instances an “expert” is 
hired to “attract” industry—not drag it in screaming and kicking as it comes, 
but “attract” it—whatever that means. 

In some instances the public administrator of a community, be he mayor, 
city manager, or city greeter, takes the task upon himself and off he goes in 
search of what he is not quite sure, but “industry” by that or any other name 
that sounds so sweet. 


MuTvuAL UNDERSTANDING BETWEEN PUBLIC 
ADMINISTRATORS AND BUSINESSMEN 


The businessman, the industrialist, the executive (call him what you will) 
has gradually come to expect good public administration in that community 
in which he may be thinking about locating a facility. Perhaps this businessman 
tends to over-simplify municipal problems and perhaps he may seem unreason- 
ing in his expectation that within a municipal framework things can be done 
as quickly or as expeditiously as they can be within the confines of his own 
organization. But large companies, too, like municipal governments, have their 
own jungles of red tape to be cut through, and the municipal official might 
find that he has a kindred spirit in his opposite number who must wait for 
“finance committee action,” or who admits that something he would like 
do has not been provided for in this year’s budget. 

More and more I am impressed with the fact that public administrators and 
business executives can find common ground and mutual understanding of each 
other's problems and that there is no better meeting ground for this discovery 
than that which is provided in the kinds of frank discussion which should take 
place when municipal official and business executive “size each other up.” 

It might come as a surprise, though I hope not, to realize that sorme business 
executives quietly hope that they and their key executives will actively partici- 
pate in community affairs even to the point of serving in appointed positions or, 
in the case of the very strong, running for minor elective offices. An entirely 
new cadre of M. B. A.’s are being sent out of graduate schools of business 
administration which are on guard against companies which do not look with 
favor upon their young executives participating in municipal affairs. In some 
instances courses are being taught in business schools on such subjects as 

Public Relationships and Responsibilities.” 

The businessman who is looking for a new plant location can be assumed to 
be neither a knave or a fool. He is unlikely to be impressed by the kind of bugle 
blowing and tub thumping with which he is often confronte d when the word 
gets out that he is “on the look” and therefore “fair game.” He might, on the 
other hand, be much more impressed by a community industrial development 
program if he were to see within it signs of specific goals which had been 
established for the program in terms of new valuations or jobs and other evid- 
ences of a community knowing where it is going. 
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There are, obviously, some things that communities can do in areas in which 
industry expects action. These things center around such functions as good 
planning and zoning, and the efficient and economic administration of munici- 
pal affairs. 

Wuat INpustry WANTS AND EXPECTS 


If I were to develop a synthesis of what industry in 1956 wants and expects 
I would say that: 

1. It will continue to seek out that location which best combines all locational fac 
tors so as to give the lowest cost per unit of output. 
It will seek minimum transportation costs with maximum service, reasonable 
labor costs with satisfactory productivity, inexpensive utilities with reliable serv 
ice, and pleasant surroundings with a modest cost of living. 
It will search for plentiful supply of labor without sacrificing intelligence or 
skills, an attractive plant site without excessive cost; a cooperative local attitude 
without limitation on his independence. 
It will want a tax structure which is healthy—with low rates, but not so low as 
to jeopardize normal services. 
It will attempt to find a community which knows where it is going and is doing 
something about getting there. 

To those of you who feel that the businessman has no “feel” for public ad- 
ministration, that his reflexes are sometimes off the norm in terms of reacting 
or not reacting to situations to which the public administrator reacts intuitively, 
that his motives and interests are not parallel to those in or interested in public 
service, let me say that this may not be quite correct. In my own experience, I 
have found a tremendous amount of interest in, understanding of, and even 
“feel” for, what goes on in the areas in which you daily toil. The businessmen 
who are coming along and who are making the key decisions which affect, and 
are going to affect, your community and mine would seem to have a great deal 
in common with you who are engaged in municipal research, for I believe they 
would agree with you that you and they still have many mutual problems. 

They would understand when you might say that we are still struggling with 
rural governments in urban societies and that the physical extent of the service 
establishment is limited by arbitrary political boundaries causing tremendous 
waste. I believe that they would acknowledge with you that the form of local 
government leaves much to be desired and that city councils begin to look 


pathetic and helpless in the maze of technical knowledge necessary to exercise 
properly even the limited power they have. I believe you would find kindred 
spirits in businessmen who recognize that governments at the local level are 
becoming further and further removed from the citizen and that citizen action 
has dwindled to dangerous lows in the face of new technocracy. 

These are but a few of the problems which indicate mutual interest and 
mutual understanding of industrial leaders and public administrators. 


What does this mean in terms of what industry expects from a community? 
What I think it means is that in time the business executive and the municipal 
administrator are going to be able to talk the same language and mean the same 
thing when they discuss “what industry expects from a community.” 


25 





TAX POLICY 


Private Responsibility for Economic Development 


CLAYTON S. CronkricuT 
Manager, Area Development, Public Service Electric & Gas Co., Newark, N. J. 


Private programs for economic development may be divided into two general 
classes: those by chambers of commerce or other private groups, and those 
carried on by individual companies, such as railroads, banks, utilities, and 
other concerns which are dependent upon the economic well-being of the areas 
they are privileged to serve. 


INDUSTRIAL DEVELOPMENT ACTIVITY OF RAILROADS 

The railroads were probably the first private companies to engage in the 
economic development of the territory along their lines. This early activity was 
in the field of agricultural development. For example, the B: altimore and Ohio 
Railroad made an effort to improve the herds of cattle and flocks of sheep in 
West Virginia to the end that the B. & O. might enjoy the benefit of greater 
shipments of livestock to market. 

In this operation the railroad employed an agricultural specialist to purchase 
the best available bulls and rams which were placed on trains known as “bull 
or ram trains.” The trains were then “spotted” on sidings at convenient way 
stations in the farm areas of West Virginia. These sires were auctioned off to 
the local farmers. At the same time a farm specialist was available for consulta- 
tion on subjects such as the value of castration and docking of lambs to im- 
prove their marketability. This program was so successful that “West Virginia 
Lambs” became a standard of quality on city livestock markets. 

Today there is scarcely a major railroad that does not have an active area 
development program. Industrially these include building and site information, 
the purchase of land for future industrial use and the operation of planned 
industrial districts as well as agricultural and travel programs. The railroads 
usually confine their activity to the development of “on line” land. 


AcTiviry OF BANKS AND UTILITIES 

Banks and utilities whose well-being depends on the general economic de- 
velopment of the area they serve have a tendency to exert their efforts on the 
entire area within the confines of their influnce. In many states banks are re- 
stricted as to the political boundaries within which they may conduct general 
banking activities. In the case of utilities they invariably are limited by franchise 
to the area that they may serve. 

Since railroads, banks, and utilities are all in the service category and as I 
am most familiar with the electric utility operations, I would like to use this 
group as an example of the responsibility of business managed concerns for the 
economic development Of our great country. 


INTEREST OF THE ELECTRIC UTILITY IN AREA DEVELOPMENT 


First, | would like to point out the enlightened self-interest that the electric 
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STATE AND LOCAL EFFORTS TO ATTRACT INDUSTRY 


utility has in economic or area development. This is important if we are to 
concede dedication to the profit motive as being the basic influence behind the 
tremendous economic and social accomplishments of our freedom loving people. 

The area in which an electric utility may sell its services is established by 
the franchise under which it operates. If business is bad within that territory, 
the utility cannot move—it must “sweat it out” with the people it serves; there 


fore, the common interest in economic well-being. No doubt you have heard 
that old cliché, “As goes the community so goes the utility serving it.” Nothing 


is more axiomatic in the electric utility business. 
IMPORTANCE OF SOUND COMMUNITY PLANNING 


With the responsibility for economic development goes just as definite a 
responsibility for sound community planning. In this complicated civilization 
of ours, in which unfortunately we find “urban sprawl” or “Topsy fringe growth” 
more frequently than we do planned orderly development, sound planning can 
not be overemphasized. 

One definition of good community development might be: that use of land 
which will achieve the greatest economic development conducive to good 
living conditions. What does this do for the private business managed electric 
utility? It creates a business climate where there is opportunity for the greatest 
number of customers with maximum ability to buy the services the utility has 
to sell. This is mighty close to the acme of pe fection or at least a general sales 
manager's dream. 

I recently had an opportunity to check the growth in interest of electric 
utilities in economic or area development. The Edison Electric Institute held 
an Area Development Workshop in Minneapolis on October 4 and 5. It was 
attended by 105 men from 37 states and 3 provinces of Canada and represented 
67 electric utilities. Let us compare this with a similar conference held in 1952 
at New Haven, where 62 men from 17 states representing 36 utilities were in 
attendance. 

The increased tempo of this activity among electric utilities is indicative of a 
like growth in other private fields of endeavor. 

The participation of private concerns in urban renewal programs across our 
nation is another “straw in the wind” indicating the tremendous interest private 
enterprises have in economic development. 

In addition, when private business is engaged in an activity that helps the 
people of a community by providing jobs, furnishing a broader tax base to pro 
tect future property values, and in general improving the living standards of an 
area, there must be some good public relations that may accrue to that business. 
It seems to me that “a must” for good business citizenship is wholehearted 
participation in any program for planned community growth, which is in fact, 
just good economic development. 

In a troubled world the way of life of free men, our way of life, is on trial] 
before the world. The responsibility of free businessmen is great, but the op 
portunities are tremendous. 
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What better opportunity is there for them than to show their sincere interest 
in the greatest economic and social development of the area for the best interest 


of all the people? 


DIRECTORY OF STATE PLANNING AND DEVELOPMENT AGENCIES 


Readers of Tax Poxicy will probably be interested to know that the 
Association of State Planning and Development Agencies published in 
February, 1957, a Directory of State Planning and Development Agencies, 
including a roster of principal staff members. Also included are similar 
groups in Canada, United States government agencies with programs and 
services in planning and development, and various national and regional 


associations. 


The Directory is available from the ASPDA, 1026 Seventeenth Street, 
N.W., Washington 6, D. C., at a price of $3.00. 





